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Lo Cynopsis

I'rovides students with an understanding of tae financisl ectivities
ct partnershijy, aivicion of income or lorc, fiscal period reports,
anc tederal income tnx.

e Lecupationn] Feistiononipo

fccounting Clerns fecount:  wveble courkeejer

Youciier Clerk Pecourt: Toyal lse Cler:

rocrreerer I foecorrts lrociyrtle Toinreings Napk
bookrrener T1 lccounts [ wcelvillie sonkleerer
Figed-0Capital Clerk feceounts | Leceivalle Ulops
cecGicul-Vouchor Clerk Gerrrn: © ey Toorkeoper

Insurance Clerk iccourtn=Ciatcificention Cierh

sucit Clerk Invoice-_ . rucifiention “lere
£il1ling Control Clers Sov =l eler-fuidit Clers

CCURSr chlCLLLLNY CUIBLS

Ao :rior wvrieriernces .ieedczd
“le student ckoulu fave attuired tle oijeetives of Tpecinl
Lo tkeepdng oplicutions prior to enrollment in this course.

ve  Preteot
cucenssful completion of the pretent jncicaton tost toe stucent
stould proceed vo anothor acvelced boobreruing ane acrountin course.
iaurtiul failure indicatec pluacenent witni: this courcr,

CoULEr Qi CTUDY VLReFORALCo Cadl CUIVI

Uron successful con: letion of tiric cource, tir vtudernt «will te alle to--

1. set uj the accountirny tcochks for a partnerchip;

¢. ccurare orally or in writing the advartoyes and digruveantases
of & pertiership to a2 sinrle proprietcreshi;;

3. demonstrate zn understanding of the irportonce of the nrticles

of copartnersiip by explaining orally or writing the necessity
of each of ten articles;

L, recora tle smarissicr of a partrer or ,artners in tie pirrer 'ournals,

9. dictricute tie net inccre or losc of o partnershi; wcceurcing to
the articles uf copurtrershij;

€. prepuare tie firancial statemcrts for u jurtnerchip;

7. prepare the adjusting and clocing entries for a partrercsiip in the
proper Jjourral,
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COURSE CONTENT

1. Basic

8,
A. Lquipment and Cupplies &’00’,4‘,
AMZﬁ&“P

a.
b,

C.
d.
e.
f.
£.
h.
i.

Desk 20" x 40" minimum, table top
Machines

(1) Ten-key adding machine

(2) Full keyboard adding machine

(3) Printing or electronic calculator
Accounting paper--assorted

Textbook

Workbook

Straight edge (supplied by student)
Chair with vook rack

I'ractice sets

Overnead projector with roller attachrent and ccreen

2. Olupplementary

a.
b.
C.
d.
e.
£.
g,
h.

wWall bookkeeping charts

Transparencies

Videotape recorder or playback unit

V.deotape recorder table with electrical connectings
Video monitor, 23" with connecting cables °
Listening station, with 8 head sets

Videctaped lessons of Bookkeeping I (review)
Learning activities packages--Bookkeeping I (review)

B. Formation of a partnership
/1. Nature and characteristics

a.
b.
c.

Personal relationship
Combined capital
Combined abilities

2. Advantages and disadvantages

a.

b.

Advantages

(1) Add‘tional capital

(2) Additional credit

(3) Additional abilities

(4) Combined decision making
Disadvantages

(1) Unlimited liability

(2) Sharing of profit

(3) Mutual agency

() Dissolution of a partnership
(5) Friction between partners

3. Articles of Copartnership

a.
b.

Duties of each partner
Rights of each partner

b, Admission of a partner

a.
b.
C.
d.

o increase in proprietorship

By investment

Interest greater than his investment
Allowance for goodwill to other partners

5« ULissolving of a partnership

a.
b,

Termination of articles of copartnership
Withdrawal of e partner




VI.

COURCE CONTENT, Continued

C.

6o

¢, Mutual consent

d. Death

Process of liquidation

a. Assets sold for cash

b. Liabilities of the business satisfied

¢. Distribution of the remaining cash to the partners

Distribution of partnership net income or loss

l.

Division of net income or loss

a, Fixed ratio

b. Investment

c. Interest on investment

d. Salaries allowed to partners

e. Combination of any of the above
Distribution of net income statement
a. Importance

b. Preparation

¢. Source of the closing entries

Federal Taxes

1.

Federal income tax

a. Method of computation

L. Personal expense (self-employed per:on)
FICA tax

a. Jelf-employed person

b, Declaration of the amount owed

c. Personal expense (self-emplcyed person)

Practice Set

1.

2.

Work during fiscal period
a. Recording original entries
(1) Purchases journal
2) Cash payments journal
) Sales journal
) Cash receipts journal
) General journal
) Payroll register
b. Posting to ledgers
(1) General ledger
(2) Accounts receivable ledger
(3) Accounts payable ledger
Work at the end of fiscal period
a. Complete posting
b. Prepare supporting schedules
c. Complete work sheet
(1) irial balance
(2) Adjustments
(3) Income statemeat planning
(4) Balance sheet planning
(5) let income (loss)
d. ?repare statements
(

(
(3
(L
(5
(6

1) Gross profit
2) Income




VI. COURSE CONTENT, Continued

(h) Capital
e, l'repare balance :sheet
f. lecord and post ad)usting and closing entrie:
v, Prepare post-closing trial btalance

L3)

4

%y

(3) bListribution of net income '4“a7
<a&z€

VIi. COURSE PROCEDURES, STRATEGIES, AND SUGGESTED LEARNING ACTIVITIES

A. Suggested Teaching Methods
The methods that seem best suited for this course are discussions,
videotape presentations, individualized instruction, projects,
practice sets and problem solving.

B. Business Vocabulary
Students increase their accounting terminology as it relates to a
special system of keeping records.

C. Case Study
Students analyze business problems tased on their knowledge of
accounting principles and managerial theories.

D. Videotaped Lessons--Bookkeeping I
Students are encouraged to view selected taped lessons for
reinforcement purposes.

E. Learning Activity Packages--Bookkeeping I
The LAPs parallel videotaped lessons. They provide activities
that might strengthen the students' weakne:sses.

F. Otudy Guides
Study guides may be used as a self-evaluating instrument, part of
a pretest, quiz, or study sheet. '

.G. Supervised Study
This time allotment permits the students to work in groups and/or
independently under the teucher's supervision. The teacher may
also arrange simulation of an accounting department wherein the
students are responsible for a particular phase of tne accounting
system.

H. Problems
Probtlem solving offers the student an opportunity to put accounting
principles into practice. Problems continually test the students
and may be used to determine weaknesses.

I. Practice Set
The completion of a paractice set provides a complete review of
previous units and gives the student an opportunity to tie together
all principles learned.




VI,

IX.

EVALUATLVE INCURUMENTS

The tests included in the Appendix are examples ot the test jtems

that may be used to evaluate student progress.

The tests have Leen

designed to evaluate each major item included in the course objectives.

“he key to each test is also provided.

are as follows:

1.

Classification of Accounts

Case Ctudy

Fundamentals of a

Partnership

Kkecording Transactions

Formation of u Partnership

Distribution of Partnership
Net Income or Loss

Extensions of a Partnership
Work Sheet

Preparation of Financial
Statements

RESOURCES FOR STUDEN] 5

A,

Books

bBlanford, James T.;

Clow, Cletus
J. Yarshalil; tahn, Giltert;
Accounting, Advanced Course, 2nd ed.

ihe evaluative item: included

To determine if the student can
classify each account in the general
ledger.

To measure the students' ability
to make intelligent decisions on
partnership policies,

To determine if the student has
achievec the basic knowledge of
partnership accounting.

To measure the students knowledge
of the various transactions
encountered in partnershij accounting.

To determine if the student has
the ability to set up the accounting
books for a partnership.

To measure the students’atility
to divide the net income or los:
of a partnership according to the
articles of copartnership.

To determine if the students are
extending the accounts properly for
the prepuration of the financial
statements, adjusting, and closing
entries,

To determine if the student has the
atility to prepare an income statement
and balance sheet.

Aoy Freeman, M, Herbert; lianna,
and lanlonald, RoLert I, Gregg
New York: CGregg

Division of McGraw-liill Kook Co., 1909.
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X.
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HLOUUKCES FOK STULENTS, Continued %0

3.

boynton, Lewis L.; Carleoon, Paul A.; Forkner, Hamden I,.; and
wwanson, bobert M. 20th Century bookkeeping anu hccounting,
0

Advunced Course, 2¢nd ed, Cincinnati: iouth-Western
Publishing Company, 1968,

boynton, Lewis L.; lwanson, lobert ii.; Carlson, FPaul /. and
Forkner, liamaen L. Century 21 .ccounting, Auvanced Course.
Cincinnati: Oouth-Western Putlishing Company, 1973.

Freeman, Herbert M.; llanna, Varshq}l J.; and hKahn, Gilbert.
Bockkeeping ard Accounting Simplifiec, Advanced Course.
New York: C(regg Division of McGraw-Hill Book Company, 1958.

Workbooks
Accompanying workbooks are availatle for the texts listed above
from the publishers.,

Media

Learning Activity Packages--Availabtle throurh Textlook tervices,
2210 G. W. Third Ctreet, tiami, Florida ::13%, Hilf~L¥F=lle-
i'inancial Ekeports for a Merchandicing Fusiness,

Videotaped Presentations--Availalle from the Lepartment. of Media
Cervices, Dade County Putlic Schools.

Practice Cets

Gray, liaines arnd Irwin Cet, B7(3, Cincinnati: South-Western
Tublishing Company.

Norton and Page Cet, B863, Cincinnati: CZouth-Western Putlishing
Company .

kWade and Nash, b%TY, Cincinnati: ({outh-Western Putlicshing
Company . '

BESCGUKCES FOR TEACLEKS

A.

books

Alston, VWayne i. Successful Devices in Teaching Eookkeeping,
Portland, laine: J. VWeston Waleh, Fuvisher, 10%5.

poynton, L. L. sirccounting--~Ctudy and leaching, 2nd ed.
Cincinnati: Oouth-Western Futlishing Corpany, 1470,

Fess, Philip b. and liswonger, ©. ollin. fccounting Principles,
9th ed. Cincinnati: South-Vestern Publishing Company, 1965.

Finney, L. A. ard Miller, k. t. Principles of linancial Accounting--

A Conceptual Approach. Englewood Cliffs: Prentice-Hall, 1968.




K. RESOUKCES FOR TEACHERS, Continued ({3

Karrenbrock, Wilbert E. and Simons, Harry. Advanced Accounting,
Comprehensive Volume, 3rd ed. Cincinnati: South-Western
Publishing Company, 1961.

k. Teacher Manuals and Solution Keys
Available from the publishers of the student texts.
C. Megazines and/or Periodicals

Balance Cheet, The. Cincinnati: Couth-Western I'ublishing Company.
Monthly, Gctober through May.

Business lkducation Forum. Washington, L. C.: National Business
kducation Association. Monthly, October tnrough NMay.

Business Education World. Hightstown: Uregg Livision of
McGraw-tiill Book Company. Five putlishings each school year.

Journal of Business Education. East {troudsturg, FA: lotert
Trethaway. Monthly, October through liay.

National Business Education Quarterly. Washington, L. C.: .
National Business Education Association. Quarterly.
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lliirections:

CLASSIFICATICN OF ACCOUNTS

%,
’
‘%&)cﬂk
Y
Q%,

Using the chart of waccounts given in Part
uccount title listed in Part 1 by
number in the unswer column,

1L,
writing ite

classify each
clussification

PART I

ACCOUNT TITLES

R _ Answvers
' 1. Supplies Expense . . . . v « v v v ¢ v 4 ¢ o o o 0 o 1.
2. Accounts Payable . . . . v v 4 4 e bt 4 e s e e e .. 24
3. Allovance for Bad Debts . . . . v v ¢ v v v v . . . 3.
L, Loss of Fixed ASSetS . . + « v « « & v o o o« o o . . k.
5. Purchases . . . . . i i i it e e e e e e e e .5,
6. Interest Receivable . . v v . v v v o v v v o o« o 6.
T. Robert Jason, Capital . . . . . . v v v v v v v+ . T.
8. Accumulated Depreciation-Equipment . . . . . . . . . 8.
9. Income and Expense Summary . . . . « « + « « + o « o 9,
10. Office Calary Expense . . . . . + +v 4 4+ « « « « . . 10,
11. Purchases Returns and Allowances . . . « . + . . . . 11.
12, Sales & & v v vt e e e e e e e e e e e e e e e 12,
13. hobert Jason, Drawing . . . ¢« ¢« v v v v « o & + . . 13.
1L. FICA Taxes Payable . . . « « v v « + ¢ & « o o « « . 1h.
15. Oales Returns and Allowances . . . . « « « & « « « . 15.
16, Petty Cash « « v v v v v v v v v v e e e e e e e . . 16 )
17. Gain on Fixed Assets . . . v v v v ¢ +v v v 4 o « .« . 17.
18. Merchandise Inuventory . . . . « « « « « + « « « . . 18,
19. Interest Payable . . . . v ¢ . v v v v v v v v v . . 19, _
20. Depreciation kxpense-Equipment . . . . . . . . . . . 20.
PART 11
CHART OF ACCOUNTS
Assets Cost of Merchandise
11 Current Assets - 51 Cost of Merchandise Sold
11.1 Minus Current Assets 51.1 Minus Cost of Merchandise
12 Fixed Assets Sold
12.1 Minus Fixed Assets
Operating Expenses
Liabilities 61 Celling Expenses
2l Current Liabilities €2 Administrative Expenses
22 Long-Term Liabilities
Other Income
Prcprietorship 71 Other Income
31 Proprietorship
Other Expenses
Income - 81 Other Expense
1 Income from Sales
41.1 Minus Income from Salec
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FUNDAMENTALS OF A PARTNERSHIP ’003’ 4‘,4/“
ble

Directions: After each statement below, place a check mark in the
appropriate answer column. Check the column under T if the

statement is true, and the column under F if the statement

is false.
ANSWRRE '
e ¥
e
S :
!
1. A partnership must be formed by a written agreement l.L“_q___J
N
», A pusiness owned by two or more persons is usually ' l
referred to as a partnership. 2 _
. i
3. The articles of copartnership state the duties und C ’
responsibilities of each partner, 3 ‘
1 !
L. 1If the articles of copartnership do not state the .
division of net income or net loss, it is assumed to b
be distributed equally among the partners. L,
5. Each partnert liability is limited to the amount of his ! !
investment. 5.
¢. A partnership may be dissolved by mutual consent. 6ﬁ |
7. 'The withdrawal of a partner dissolves the partnership. TJ
8, The main difference between partnership accounting and \ \
sole proprietorship accounting .s the proprietorship oo
accounts. i 8*
9. The admittance of a nev pertner requires the approval 5 ‘
of all the existing partners. 94 ;
Pt
10. The articles of copartnership should not state the length ' ;
of time that a partnership is to exist. 10.
: \ !
11. The admittance of a new partner dissolves the existence ; é
of the old partnership. 1i.
12. When two businesses merge to form a partnership, the vt
income statement is used to prepare the opening entries
for the new partnership. 12,
13. When you admit a new partner and there is no increase
in the proprietorship, the cash paid by the new partner
is shown on the partnership’s books. 13,
.14, Goodwill is an intangible asset. - .

10
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FUNDAMENTALS OF A PART :KKSHTE, Contlnued AML%&QE

ANCHEIG!
T

CT R

e

15. The opening entries for a partnership are similar to the
opening entries of a sole proprietorship, 1y,

lé.  Any cnange in the membership dissolves a partnership. 16, |

17. The value of goodwill is def1n1tely fixed only when it !
is purchased or soid. 17,

18. Federal income taxes and FICA taxes are personal expenses
of the partners and should appear on the partnerships .
books . 18

19. The distribution of net income is used in preparing the _
closing entries of a partnership. 19,

20, Each partner is responsible for the debts of the

oo
f l
partnership. 201 |
[} '
2l, /I partnership may bLe dissolved if one of the partners ; i !
becomes ingapacitied, bankrupt, or Aies. cld !
’ ! |
22. (Generally speaking, it is harder for a partnership to ! :
receive credit than a single proprietnr, 221 '
} ' i
23. When a new partner is admitted, a whole set of new ' g
opening entries must be recorded. 234 :

b, A partner may find himself compelled.to give up his
personal assets to satisfy the debts of the partnership. 2.
| i
L]

25. Partners are considered self-employed persons. 25..

CASE STUDY

lyrone Johnson and bill Rakestraw own and operate two different
¢rocery stores. ir. Kakestraw Lelieves that Ly merginyg the grocery
stores, 'they would uve atle to cut tue cost o ofereting ane realize a

vetter profit. If you were lir, Johnson, what factors would you concider

in the formation of a partnership?




RECORDING TRANSACTIONS FOR A PARTNERSHIP

62&,
co”%/%lp

WHEN ADMITTING A NEW PARTNER

Lirections: Using the current date, record the folluwing transactions
in a two column peneral Journal. Use the accounts below
in recording these transactions.

Cash ke L. Smith, Capitual J. k. Jones, Capital

GGoodwi 11 He A, Edwards, Capital

General Information: L. L. Smith and J. R. Jones have a total prorrietor-
ship of $30,000.

Transaction: 1. E. L. Smith and J. E. Jones are selling part of their
interest to a new partner, H. A. Edwards. H. A. Edwards
is to receive 1/3 interest for $10,000, without any
increase in proprietorship.

2. Assume that the new partner H. A. Edwards is making
a $9,000 investment in the business. ii. A. Edwards is
to receive 1/3 interest in the btusiness. He is going
to receive an interest greater than his investment.

3. The new partner l. A. kdwards is going to invest
$16,000, und he i; to receive 1/3 interest in the
business. Lecause of the excellent conditions of the
business he is willing to grant an allowance for
goodwill to the other partners.




5¥3V”¢wa,
FORMATION OF A PARTNERSHIF 4".4/[48[5

On larch 1 of the current year, Jamec iecd and larvey mith formed
u partnership for the purpose of continuing their accouuting jractice
of Mr. keed. 'The new partnership is to assume all the assets nnd
lisbilities of Mr. lkeed's practice. Mr. Smith is poing to make a cash
investment equal to Mr. Lkeed's equity.

Mr. Reed's balance sheet on February 28 appears as follows:
James Reed
balance Sheet
February 28, 19--

Assets

Current Assets:

Cash $1,500.00
Notes Keceivables 375.00
Accounts Receivables $4 ,000.00
Less Allowance for Bad Delts 100,00 3,900.,00
I'repaid Insurance 150.0C
Supplies 5000
Total Current Assets $5,975.00
Fixed Assets:
Office Equipment “4,500.0C
Less Accumulated Depreciation-Equipment 200.00
Total Fixed Assets 4,000.00
Total Assets $9,975.00
Liatilities
Current Liabilities:
Notes Payable & 480.00
Accounts Payable __350.00 :
Total Current Liabilities : $ 830.00
Proprietorship
Jaries Reed, Capital 9,1L5,00
Totul Liabilities and Proprietorship $£9,375.CC

Directions: Using today's date, record the opening entries in tne gerncral
Journal for the partnership.

13
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DISTRIBUTION OF A PARTNERSHIP Fy 4‘,4/“
B
NET INCOMI OR NET LOU: [E
Lirections: Kecord in a geperal Journul the purtners’distributions of net

income or loss, using the account titles below, Use
December 31, of the current year us the date.

komano, Capital Laner, Capital Income and lixpense lummary
Davis, Capital Paige, Capital

Morin, Capital Wrye, Capital

Russell, Capital Stamps, Capital

I. Net income or logs based on & fixed ratio

Articles of Copartnership reads as follows: The partnership
agreement states that 3/4 of the net income or net loss is to be
apportioned to Romano and 1/4 to Davis.

A. Assume the net income for the year is $10,000.
Kecord the closing of the income and expense summary account
in the general Jjournal.

. Assume the net loss for the yenr is &k, 000,
ltecord the closing of the income and expenie summary account
in the general Jjournal.

II. HNet income or loss bused on a ratio ¢f investment
Articles of Copartnership reads as follows: liorin and Fussell will

share the net income or loss according to the ratio of each partner§
investment in the business.

Morin had an investment of $5,000, and Fussell had an investment
of $10,000,

A. Assume the net income is $€,000 for the year.
Record the closing of the income and expense summary account
in the general Journal.

3. Assume the net loss is $1,800 for the year.
Record the closing of the income and expense summary account
in the general Journal.

II1I. et income or loss when interest on investment
Articles of Copartnership reads as follows: Daher and Paige will

receive interest at the rate of 8% on their investment. The
remaining net income or loss will then be divided equally.

Daher has a $20,000, and Paige has a $10,000 investment in the
business.

14




L1CTRIBUTION OF A PARTLERSLIP, Continued

IV.

A,

%,

,

¢Zkycﬂ?
4/%'16‘

Assume the net income is $10,700 for the year.

Prepare the distribution of net income statement.

lfecord the closing of the income and expense summary account
in the general journal.

Assume the net income is $2,000 for the year.
Prepare the distribution of net income statement.

Record the closing of the income and expense summary account
in the general Jjournal.

Net income or loss when salaries are allowed

Articles cf Copartnership reads as follows: Partners Wrye and

Stamps will receive salaries of $550 and ¢500 respectively for the
month. The remaining net income or loss will be divided equally.

A,

Assume the net income is $15,000 for the year.
Prepare the distribution of net income statement.

Record the closing entries of the income and expense summary
account in the general Journal.

Assume the net loss is $800 for the year.
Prepare the distritution of net inccme statement.

Record the closing entries of the income and expense summary
account in the general Jjournal.
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PATENCLONG OF A WOk GHERT Ol A PARTARLSIE

Bireetiona:  After cnch nccount, Litle Jinted below, pbnee nocheci mnrk
in Lhe column or columnn o which: Lhe amoant aould beo pecgdedd
from the triul belance and/or the ndjustment: columns of the
work sheet,

. i |
ACCOUNT TITLE LInc. otmt. | Lal. Cheet
(Lr.{ Cr, - Dr. i Cr.
1 1
. Allowance for Bad DebtS..ieeeeeeeses 1. j

Equipment....coovvevrecnnoe. canennes 2

0 1 -

SUPPli@S.eeerssosssenssasesnnnnnaiss b
5
(

Income and Expense Summary........e..
Lepreciation Expense-Equipment......
Insurance kExpense....ivvvvvvvnnnenes To |

O W N

. | ]
. FICA Taxes Payable.......eceeveuness O i

Y. Accumulated Depreciation-kquipment.. <. ! |

10. K. L. Morris, Capital......eoevene. 100 4 g

1l. K. L. Morris, Urawing....veveeeseees 11. ¢ .

12, Federal Unemployment Taxes Payable.. lv. | | |

13. Miscellaneous Celling Expense....... 1%, )
lho Rn Eo FOley, Capital..l........l..l. l)‘l

T
-4

| i

| —
15. R. E. Foley, Lrawing€..eeee-veeeeeees 18, | i ;
lv. Merchandise Inventory...ceeeeevceee. 1, ! ' . :
17. Prepaid INSurance......vveveeeseeses 17, i i r
18, Property Tax LXpense.....eeeeeeesss. 1 ' - i
19. Property Taxes Payable......eeveees. 19, i } i .
20, Sales Returns and AllowdnCesS....eeee Qe L L N !
C1. Gain on Fixed ASSetS......evvevneee. 21, L Tl . i
22, CBSNuuuevrtrereernsosrssoncensnnnones 22, ] N .
23. Purchases Returns and AllowanceS.... 23. i i |
Chi, GoodWilluseeiveevsnonsonernoconnanes b, ! N
25. Supplies EXpenS€....eeeeeesesenceees 29, 1 1 N :
26, PUurchBses....ieeseeeeccsnnsnnnneenes 26, | ) "
27. Purchases biscount.....eeeeeveeveees 2T, M -
28, Sales DiscouNt...eeeevevereonenesnes P8, -
29. Loss on Fixed ASSetS...eseeeeeneenes 90
30. Accounts Receivable...ceveerveeeeeses 30. . 4

16
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PREPARATION OF FINANCLAL STATEMENTS

From the partial completed work sheet of Decemter 31 of the current
year you are asked to complete the following d!irections for the VWelsh-Cady
partnership,

Lirections: 1. Prepare an income statement.

. 2. Prepare a capital statement. The net income is to be
: distributed ia proportion to the partners investment
as shown in their capital account.

3. Prepare a balance sheet.

Welsh-Cady
Work Sheet
For Year Lknded December 31, 19--

Income Statement Balance Cheet
. Dr. Cr. ; Lr. ' Cr.

Cash ' 14500 .
Petty Cash ~ 50 _ _ |
Accounts Receivable ' . 5000 |
Allowance for Bad Debts R i
Merchandise Inventory ; T 20800
Supplies | 50
Prepaid Insurance : { 83
kquipment | f 2L00 |
Accumulated Deprec1at10n-£guip. i . 1700
Notes Payable ; X 1000
Accounts Payable H - 1600
Salaries Payable | : 80
Employees Income Taxes Paxgbld | 120
FICA Taxes Payable | 65
State Unemployment Taxes Pay. . o A
Federal Unemployment Taxes Payi. i 1k
T. C. Welsh, Capital { 15000
T. C. Welsh, Drawing : ’ 360
R. J. Cady, Capital |
R. J. Cady, Drawing ’ . 120
Income and Expense Summary 17000 20800
Sales | + 60000
Sales Returns and Allowances ; L0C ' o
Purcheses L1000
Purchases Rets. and Allowances 185 '
Purchases Liscount " T Lno i i
bad Debts Expense - 600
Delivery Expense . 1L20
Insurance Expense © 419
Miscellaneous Expense - 600
Payroll Tax Expense - 270

900

pm—

L
!

8

)

-1»—%&-’1

10000

-

N .

& -

|
e
i

(Continued)




BEgy p
PREPARATION OF FINANCIAL STATEMENTS, Continued ' f m’“&;

Income Statement Balance Sheet
B Dr. . Cr. I br. i Cr., l
Lent Expense 1800 IS 1
Salary kxpense 3680 o
Supplies Expense 250 i
Interest Income 10 .
Depreciation Expense-Equip. 100
€7535 | 81395 L3363 29503
Yet Income 13860 i 13860
81395 | 81395 | 143363 , 13363

18




ADCUSTING ENTRIES OF A PARTNERSHIP

Wrye and Stamps
Work ODheet
For Month knded March 31, 19--

4zhr
Q
? 4#,,%
75

[ Acct. Trial Balance Adjustments
Noti
i br.,. Cr. Dr. | Cr,

Cash 11 10,645 R
liotes Receivable 12 . 325 i B
Accounts Receivable 13 4,600 ' !
fllowance for Bad Debts 13.1 100 I . |
Prepaid Insurance 14 | 150 ‘ f
Supplies 15 , 50 _l
Office Equipment 16 ' L,500 . .
Accumulated Deprec.-Equipment 16.1 — 500
Supplies Expense 51 |
Depreciation Exp.-Equipment 52 i
Insurance Expense 53 - i f !
Bad Debt Expense 5k ' | K

is $500.00.

Lirections: 1. Complete the adjustment columns of the above partial
work sheet. The followins additional data is needed:

Allovance for bad debts is to be increased ©25.00,

prepaid insurance is valued at $100.00, supplies are
valued at $40.00, and depreciation expense for the period

Kecord the Ad)usting Entries in the general Journal.



CLOSING ENTRIES FOR A PARTNLERSHIP

8
e LTI

Wrye and Stamps
Work Sheet
For Month Ended March 31, 19--

Acct. Income Statement |
_‘ No. Dr. , Cr. |
lee Income L1 2,000 |
supplies Ekxpense 51 | 10
Lbepreciatien Exp.-Equipment 52 . 500 o
Insurance Expense 53 50 '
Furd Debts Expense sh <y
Advertising Expense 55 ¢ 100
llectricity Expense 56 50
' 735 1 2,000
et Income 1,265
2,00¢ | 2,000

Directions: 1. Record the closing entries in a *two-column general
Journal from the information provided Ly the above
partial work sheet.

2. Articles of Copartnership read as follows: Lach partner
is to share equally in the net income or rnet loss of the
business., FRecord the closing entries.

20




2. 21

’. 110‘
L, b
. y. ol
U li
7. 31
} E. 12.1
: 9, 31
10. 62
1. F G,
2. 7 T.
3e T 8.
b, T 9.
5. F 10.
1.
2.
3.
L,
5.
€.
T

i,
12.
i
I
1Y,
16,
17,
18.
19.
20,

CLACVTITCATTON OF ACCOUNT: (ERY)

S
Wy

i
ol
yi..
il
T1
11
2l
6o

FUNDAMENTALS OF A PARTNERSHIP (KEY)

11. 1 16,
12. 3 17.
13, F 18,
14, P 19.
15. o 20,

CASE STUDY (KEY)

Duties and responsibilities

Sharing of net income and losses
Withdrawals of profits or investments
Length of time

Provisions for dissolution
Investment of each partner
Equity in partnership property

'll
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FLY FOR RECORDING TRANSACTIONS FOR A PARTNERSHIP

WHEN ADMITTING A NEW PARTNER

sy
@Prlp,,,%lt

Transaction :
VNo. Account Title br. Cr.
r T . = M
; N . .
1 { E. L., Smith, Capital 5000.,C0
. J. R, Jones, Capital 5000. 00
b r H. A. Edwards, Capital X | 10000.00 !
| : :
L Cash L 9000.00 |
! E. L. Smith, Capital 2000.00
] J. R. Jones, Capital 2000.00 |
L H. A. Edwards, Capital 13000.,00
R Cash 16000,00
: I Coodwill 2000.00
| . E. L. Smith, Capital . 1000,00
! " J. BR. Jones, Capital 1G00.,00
| ' H., A, Edwards, Capital 1€000,00
KEY FOR 'HE FORMATION OF A PARTNERSHIP
Date Account Title 'R Lr. Cr.
¥ [ \ T
, | .
| Cash | 1500,00
“Notes Receivable 1 315.00
Accounts Receivable T 4000.00
Prepaid Insurance 1 [  150.00
. Supplies | . 50.00
. Office Equipment ' | 4500,00
Allowance for Bad Debts 100,00
Accum. Depr.-Equip. 500,00
Notes Payable 480,00
| f Accounts Payable 350.00
James, Reed, Capital ! 9145.00
] ' Cash 9145.,00
’ Harvey Smith, Capital 9145,00

Current date should be included in the date column.




Date Account Title PR l'r, Cr,

1. ’
A, Income and kExpense fDummary 10000.00
lomano, Capital : 7500.00
bavis, Capital - 2500, 00
‘ 1
‘ 5. lomano, Capltal 3000, 00
' "Davis, Capital : 100,90
| ___Incomc¢ and Expense Summary 4000.00
} |
II. ‘ X
Ao Income and Expense Summary £000.00
Morin, Capital | 2000.00
| Russell, Capital 4000.09
| { .
‘B. {Morin, Capital - 600.0C '
' Russell, .apital . 1200..0
| Income and Expense Summary _1800.00
! g !
II1. ;
A, Income and Expense Summary 2L00,00
Daher, Capital i ©1600,00
Paipe, Carital r $00.00
B. Tncome and Expense Summary ;ff i 700,00
Daher, Capital ol ~ 3800,00
Paige, Capital o - 3800.00
|
B. Income and Expense Summary ' 2L00.00
Daher, Capital i ~1600.00
Paige, Capital 800.00
!
Daher, Capital 200,09
Paige, Capital 200.00
. Income and Expense Summary 400.00
i
o .
Iv. ) A !
A. Income and Expense Summary = | 12£00,00
Wrye, .apital L L 000,00
Stamps, Capital - . 6000,60
Income and Exrense Summary . 200,50
Wrye, Capital R i ¢ 1200.,00
Stamps, Capital P L 12o0.00 ]

23




BEST Copy A iy
KEY FOR THE DISTRTBUTION OF A PARTNERSHIP'S NET INCOME OR LOSS, Continued
Date Account, Title PR Dr. "r.
] ]
v, | | '
I ‘Income and Expense Summary 12600,00 | , .
i Wrye, Capital _ 6600.00 E
| Stamps, Capital t  6000,00
iWrye, Capital . T000.00 o 7 0
'Stamps, Capital . €400.00 '
' _Income and Expense Summary ©13400..0
Daher-Paige
Distribution of Net Income Gtatement
For Year Ended December 31, 19--
III.
A. Daher:
8% Interest on Capital $1600.00
1/2 of Remaining Het Incoine 3800.00 |
Total Share of Net Income % 5400.00
Paire:
8% Interest on Capital 300.00
1/2 of Remaining Net Income 3800.00 ,
Total Share of Net Income L600.00
Net Income $10000.. "
B. Daher:
' 8% Interest on Capital $1600,00
1/2 of Remaining Net Loss 200.00
Total Share of Net Income $1400,00
Paige:
8% of Interest on Capital 800.00
1/2 of Remaining Net Loss 200.00
Total Share of Net Income £00.00
Net Income $2000.00
24




1v.

KFY FOR THE DISTRIRUTION OF A PARTNERSHIP'S NET INCOME OR 1.08S, Continued

B.

Wrye-Stamps

DMatribution of Net lncome Statement
For Year Ended December 31, 19--

Wrye:
Salary for Year
1/2 of Remaining Net Income
Total Share of Net Income

Stamps:
Salary for Year
1/2 of Remaining Net Income
Total Share of Net Income

Net Income

Wrye:
Salary for Year
1/2 of Net Loss
Total Share of Loss

Stamps:
Salary for Year
1/2 of Net loss
Total Share of Loss

Total Loss

25

$6600,00

120000

$6000.00

1200.00

$6600.00

400.00

$6000.00

400.00

$ 7800.00

7200.00

$15000.00

$ 7000.00

_6400.00

$13400.00
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ACCOUNT TITLE

Income Statement

B
BT Copy AVHIMBLE

KEY FOR EXTENSIONS OF A WORK SHEET FOR A PARTNERSHIP

Ralance Sheet

Dr.

L

Cr,

T

De. ' Cr.

-y

H

Allowance for Bad Debts

X

Equipment

X b

Sales

Supplies

X

Income and Expense Summary

Depreciation Expense-Equipment

Insurance Expense

FICA Taxes Payable

Accum, Depreciation-Equipment

R. L. Morris, Capital

- -

Fed bl o

R. L. Morris, Drawing

Federal Unemployment Taxes Payable

Miscellaneous Selling Expense

R. E. Foley, Capital

R. E. Foley, Drawing

Merchandise Inventory

~——1+——Jr—<--

Prepaid Insurance

Property Tax Expense

X

Property Taxes Payable

Sales Returns and Allowances

Gain on Fixed Assets

Cash

Purchases Returns and Allowances

>
-+ +

Goodwill

Supplies Expense

Purchases

Purchases Discount

Sales Discount

lL.osg on Fixed Assets

Accounts Receivable




KEY TO FINANCIAL STATEMENTS

Welsh-Cady
Income Statement
For Year Ended December 31, 19--

Sales . 60000
. Less Sales Rets. and Allow. 400
A Net Sales 59600
) Cost of Merchandise Sold:
Merchandise Inventory, Jan. i, 19=- 17000
. Purchases 41000
Less Pur. Ret. and Allow. 185
Pur. Discount 400 585
Net Purchases 406415
Total Merchandise Avail. for Sale 57415
Less Merchandise Inventory, Dec. 31, 197-- 20800
Cost of Merchandise Sold 36615
Gross Profit 22985
Expenses:
Bad Debts Expense 600
Delivery Expense 1420
Insurance Expense 415
Miscellaneous Expense 600
Payroll Tax Expense 270
Rent Expense 1800
Salary Expense 3680
Supplies Expense 250
Depreciation Exp.-~Equipment 100
Total Expenses 9135
Net Income from Operations 13850

Other Income:
Interest Income 1
Net Income 1386




KEY TO FINANCIAL STATEMENTS, Continued

Welsh-Cady
Capital Statement
For Year Ended December 31, 19--

T, C. Welsgh:

Capital January 1, 19-- 15000
Share of Net Income 8316
Less Withdrawals 360
Net Increase in Capital 7956
Present Capital Dec, 31, 19--
R. J. Cady:
Capital January 1, 19-- 10000
Share of Net Income 5544
Less Withdrawals 120
Net Increase in Capital 5424

Present Capital Dec. 31, 19--

Total Capital December 31, 19--
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KEY TO FINANCIAL STATEMENTS, Continued

Welsh-Cady
Balance Sheet
December 31, 19~--

. Assets

Current Assets:

' Cash 14500
. Petty Cash 50
Accounts Receivable 5000
Less Allow. for Bad Debts 900 4100
. Merchandise Inventory 20800
Supplies 50
Prepaid Insurance 83
Total Current Assets 39583

Fixed Assets:

Equipment | 2400
Less Accum, Deprec.-Equipment 700
Total Fixed Assets 1700
Total Assets 41283
Liabiljties
Current lLiabilities:
Notes Payable 1060
Accounts Payable 1600
Salar{es Payable 80
Employees Income Taxes Payable 120
FICA Taxes Payable 65
State Unemployment Taxes Payable 24
Federal Unemployment Taxes Payable 14
Total Current Liabilities 2903
Proprietorship
T. C. Welsh, Capital 22956
R. J. Cady, Capital 15424
Total Proprietorship 38380

Total Liabilities and Proprietorship , 41283




KEY TO ADJUSTING ENTRTES OF A PARTNERSHIP

Adjustment

Dr. Cr. |
Allowance for Bad Debts (a) 25.00
Prepaid Insurance (b) 50.00
Supplies (c) 10.00
Office Equipment
Accum, Deprec,-Equipment (d) 500,00
Supplies Expense (c) 10.00 ‘
Depreciation Exp.=-Equipment Ljd)SOO.OO
Insurance Expense ' (b) 50.00 )
Bad Debts Expense i (a) 25.00 i

General Journal
Account Title Dr. Cr,

. D )
Bad Debts Expense ' 25,00 i
Allowance for Bad Debts 25.00

Insurance Expense 50.00
Prepaid Insurance 50.00 |
Supplies Expense 10.00 ;
Supplies 10.00 '
Depreciation Expense-Equipment 500.00
Accumulated Depreciation-Equipment : 500.00
1
REY TO CLOSING ENTRIES OF A PARTNERSHIP
General Journal
Account Title Dr. Cr. ,
Fees Income 2000,00 ]
Income and Expense Summary  2000,00
Income and Expense Summary 735.00
Supplies Expense 10.00 !
Deprec. Expense-Equipment 500.00 |
Insurance Expense 50.00
Bad Debts Expense 25,00
Advertising Expense 100.00 |
Electricity Expense 50.00 i
Income and Expense Summary 1265.00 |
Wrye, Capital 632,50
Stamps, Capital 632 .50

30




